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AICPA Washington Report
January 15, 1973 
Volume 1, Issue 2
CONSUMER PROTECTION AGENCY ("CPA")
A "CPA" bill has been introduced by Rep. Holifield 
(HR 21), similar to the one he introduced in 
the last session. In the Senate, Senator Sam 
Ervin will be the new Chairman of the Govern­
ment Operations Committee, the committee most 
likely to consider such legislation.
Senator Ervin opposed several portions of 
the legislation as originally drafted, primarily 
some of the procedural aspects of complaints 
arising under the law. The AICPA's interest 
centers on the title of the new agency to be 
created by the law (the "CPA"), and has urged 
several key legislators to select another title 
for the agency.
COST OF LIVING COUNCIL
The Year-End Statement on the Economy, prepared by 
the President's Council on Economic Affairs, 
was released a few days ago. Broad-based 
expansion was highlighted; rising prices were 
played down.
Senator Proxmire, Chairman of the Joint Economic 
— — committee, has indicated in a recent interview
that an extension of the economic controls for 
another seven or eight months beyond the 
April 30 cut-off date would be acceptable. He 
expressed certainty that Congress would give 
the President the authority if he asks for it.
[The President's surprise announcement on 
Phase III controls was made as this issue was 
in preparation. Nevertheless, should some form 
of economic controls be required after April, 
Congressional approval will be required.]
2Accounting for interest expense on long term debt
was recently considered by the Price Commission 
and an amendment to Section 300 of the regula­
tions appears in the Fed. Reg., 1/10/73. A 
new schedule R-3, regarding the reporting of 
such long term debt is to be included with the 
PC-51 reports. The new requirement is effec­
tive immediately.
FEDERAL HOME LOAN BANK BOARD
Conversion of mutual savings and loan associations
to the "stock" associations has been proposed
by the Acting Chairman of the Federal Home 
Loan Bank Board. The proposals appear in the 
Fed. Reg., 1/9/73. The proposals contain many 
requirements, including detailed accounting 
provisions, which should enable the association 
to meet the SEC's regulations by filing sub­
stantially the same document with the SEC that 
the association files with the Board.
FEDERAL POWER COMMISSION
Uniform System of Accounts amendments, under the
Natural Gas Act were proposed recently by the 
Commission, Fed. Reg., 1/8/73. In particular, 
Part 201 would be amended in the "balance 
sheet accounts" charts and the text would be 
modified accordingly.
Comments on the proposal are due by 2/12/73
Advisory and Interagency Committees are now subject 
to the FPC’s new General Order 464 recently 
released by the Commission. The directive 
implements the administrative and policy 
responsibilities set forth in OMB draft Cir­
cular A-63, "Committee Management," 11/27/73 
which relates to advisory and interagency 
committees. The new FPC Order gives effect to 
changes made by the 1972 Federal Advisory 
Committee Act which was effective 1/5/73.
In particular, there will be increased 
attention on insuring full public disclosure 
of information relative to the number, purpose, 
activities and functions of such committees. 
Other agencies can be expected to develop 
similar standards for their advisory committees
3FEDERAL TRADE COMMISSION
The Conglomerate Merger Performance Report, a
compilation by the staff of data concerning 
the "anti" and "pro" competitive effects of 
conglomerate mergers is now available.
The report contains a strong recommendation 
for product line financial reporting. It 
states that lacking knowledge about internal 
components of conglomerates or their relative 
rates-of-return, investors are in a poor 
position to evaluate management performance.
In reviewing the accounting functions, the 
report noted little change occurs as the result 
of the merger. Detailed accounting systems 
remained unchanged for the most part. Audit­
ing functions almost invariably changed after 
acquisition. Business was transferred to the 
same auditing firm employed by the parent. In 
any event, the impact upon local communities 
of changing auditors seemed somewhat marginal, 
since most of the companies before acquisition 
employed leading national firms rather than 
small local auditors.
HEALTH, EDUCATION AND WELFARE, DEPARTMENT OF
Standardized grants administration regulations have
been proposed by the National Institute of 
Education; Fed. Reg., 1/8/73. If adopted, 
all NIE R & D contracts would contain the 
terms as suggested in the proposal, which 
reflect the substantive requirements of OMB 
Circular A-102 regarding "uniform administra­
tive requirements for grants-in-aid to state 
and local governments."
Comments are due by 2/8/73.
Sweeping departmental changes have been recommended 
to President Nixon by departing Secretary 
Richardson, which follow the policy of diminish 
ing the federal role in providing aid through 
narrow channels for narrow purposes. There 
would be three special revenue sharing packages 
to consolidate categorical programs in the 
broad areas of education, health and social 
services.
4A national health insurance program is 
envisaged, along with a restyled welfare 
reform plan. The categorical-grant program 
has flourished now to over 1,000 miscellaneous 
"piece-meal" attacks on the basic problems.
The "Mega" proposal as it has been cap­
tioned would consolidate an estimated $4.5 
billion in HEW subsidies into a fund for use 
in helping state and local governments develop 
their capacity to provide services in these 
broad areas of health, education and social 
services. While the details over the exact 
shape of such proposals is still sketchy, it 
would appear quite likely that the program 
would be administered along lines similar to 
those of the general revenue sharing procedures 
which presently provide for audits by state, 
county and municipal auditors and examiners and 
independent public accountants, as appropriate.
"Financial Management and Social Reporting by the
Federal Government" is the title of a recent 
address by William Campfield, former Associate 
Director, Office of Program Planning, GAO.
The address was included in the Winter ’72 
issue of Footnote, the HEW audit agency publica 
tion.
Mr. Campfield encourages federal auditors 
to get involved in the area of social measure­
ment. He noted that, "Since there is every 
prospect that Federal expenditures on the 
so-called social programs will increase in 
the years ahead, it is safe to predict that 
accountants and auditors in both the public 
and private sector will have increasing 
opportunities and challenges to get larger and 
larger shares of the counsel and assistance to 
the top managers of social programs."
Legislative proposals recently introduced in the
opening days of Congress indicate that health 
and welfare will figure in as early items 
for congressional consideration.
For example:
HR 1 - Rep. Ullman’s comprehensive health 
care proposal which would create a separate 
"Department of Health" and establish a 
federally-sponsored program of health care
5through "Health Care Corporations." Administra­
tive controls would apparently include depart­
mental audits of expenditures under the program.
S.3 - Senator Kennedy's comprehensive 
health services program. The program as intro­
duced is a copy of last year's, with some addi­
tional health coverage benefits. The delivery 
system would be in conjunction with "Health 
Maintenance Organizations," and there are some 
loose provisions for independent review of the 
programs.
Extensive hearings in the health care area 
can be expected, as well as hearings on the 
other related social reform programs.
LABOR, DEPARTMENT OF
Legislative efforts for pension reform is off to a
fast start, with hearings scheduled on Rep. Dent's 
proposal (HR 2) which would revise the Pension 
and Welfare Plans Disclosure Act and provides a 
requirement for plan administrators to prepare 
annual reports. There is a requirement that such 
reports "be examined by an independent qualified 
public accountant," adding the "model audit 
language" as suggested by the GAO.
The Williams-Javits proposal (S.4) covers vesting, 
portability, etc. and extensive disclosure 
requirements. However, the requirement for the 
independent examinations of employee trusts is 
not as specific as in the Dent proposal.
Hearings before the House General Labor Subcommittee 
on the Dent proposal (he is the subcommittee 
chairman) have been tentatively scheduled for 
February 13, 14, 15, 20, 21, and 22. Extensive 
nationwide hearings are also planned, to begin 
in March.
A pension benefits plan for the self-employed has
been proposed by Senator Stevens (S.213), which 
appears as a tax deduction measure, rather than 
a fiduciary (trust) arrangement. The administra­
tion offered a similar proposal during the last 
Congress and extensive hearings were held on 
that proposal which was introduced by Rep. Mills 
(D-Ark.) (HR 12272).
6SECURITIES AND EXCHANGE COMMISSION
"Last Sale Reporting" plans submissions, as
required by Rule 17a-15 of the '34 Act are 
now required by 1/26/73. In granting the 
extra time, the SEC, in addition, also 
extended from 1/22/73 to 2/26/73 the prohi­
bition against releasing last sale reports 
without an effective plan. The announcement 
appears in the Fed. Reg., 1/9/73.
"Pooling of Interests" accounting guidelines have
been revised, and are reflected in ASR No. 130. 
(See ASR No. 135 of January 5.) The change 
avoids an unintended result under a literal 
reading of ASR 130 when Form S-14 covers 
resale of securities.
Accounting for Catastrophe Reserves has recently
been acted upon by the SEC, until appropriate 
accounting principles are developed. The 
new guidance is contained in ASR 134 of 
1/3/72. While taking no position on the 
relative desirability of the alternative 
accounting principles now being used, SEC has 
decided that full disclosure is the "best 
interim solution." The SEC encouraged the 
AICPA and insurance industry to define 
appropriate accounting in this area, in order 
to permit application in the 1973 annual 
accounts.
Interpretations of Rule 15c3-3 which applies to 
broker-dealer operations were recently 
released by the SEC's Division of Market 
Regulation, as a result of a number of requests 
since the Rule was adopted in November. (See 
Release 9922, '34 Act of 1/2/73).
Disclosure of Compensating Balances required by 
Rule5-02-l of Regulation S-X, as adopted on 
6/23/72, has been further amended by ASR 136 
dated 1/11/73, to defer the effective date 
of this rule to cover periods beginning on or 
after 12/30/73, but in no event for financial 
statements filed prior to 6/30/72.
7The comments received on the preliminary 
guidelines indicated a need for additional 
time both to improve the proposed guidelines 
through further comments on exposure and to 
develop procedures for implementation on the 
part of registrants, auditors and lending 
institutions.
The Investment Company Advisory Committee has sub­
mitted its report to the SEC recommending a 
basic restructuring of the present investment 
company and investment adviser filing and 
reporting requirements. A major criticism was 
the duplicative information reported to the 
SEC.
The Chairman of the Advisory Committee is 
Frederick Werblow, CPA, Price Waterhouse and 
Co.
Financial Statements for life insurance companies
prescribed in the AICPA's Audit Guides for 
life insurance companies are now recognized by 
the SEC, as announced in ASR 137. This release 
rescinds the Chief Accountant’s letter of 
12/14/71 requesting deferral of adoption of 
proposals pending final conclusion of matters 
then under discussion.
Legislative plans include revival of the "back
office" legislation which failed in the last 
Congress. That legislation would have given 
the SEC more authority over the back office 
area and all those involved in the paper 
process. Estimates of savings of 30 percent 
in this area were predicted. Both Rep. Moss 
(D - Calif.) and Sen. Williams (D - N.J.) 
have indicated they intend to propose legis­
lation of this kind, as well as other measures 
concerning the securities industry.
With Chairman Casey’s departure scheduled 
for this month, and two other vacancies still 
to be filled, a legislative program has not 
been drawn up, although the staff continues to 
pursue administratively many of the proposals 
suggested by Casey.
8CPAs IN THE NEWS
Harry R. Weyrich, Partner, Haskins and Sells, N.Y., 
was recently presented with the Air Force’s 
Exceptional Service Award for his "excep­
tionally meritorious" service to the Air 
Force Audit Agency during the period January, 
1970, to December, 1972. In his role as 
technical consultant and adviser, he assisted 
the Auditor General and his staff in the 
refinement and improvement of operating 
policies and procedures relating to the 
management of internal audit throughout the 
United States Air Force.
Jerry R. Barrentine has been appointed Assistant 
Treasurer of the Federal Home Loan Mortgage 
Corporation. His primary responsibilities will 
be in the areas of cash management and finan­
cial analysis.
Mr. Barrentine was formerly a Manager in 
the Washington office of Peat, Marwick,
Mitchell and Company.
Presidential pardons for Carl J. Simon, Robert H. 
Kaiser and Melvin S. Fishman were issued 
just prior to Christmas. The three CPAs had 
been found guilty in the Continental Vending 
Machines Corp. case.
Settlements involving two accounting firms were
announced. Ernst and Ernst was a defendant in 
the Westvec Corp, settlement, and Price 
Waterhouse and Co. was involved as a defendant 
in the Performance Systems, Inc. case.
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